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CASE STUDY: IN GORE WE TRUST 
Smith, M. (2009) “In Gore We Trust”, Australian Financial Review, March p35-37. 


It sounds like industrial anarchy, but the company with no bosses and no management 
structure has withstood the test of time 


It took Tammy Yost six months to figure out who she would be reporting to when she first 
joined W.L. Gore & Associates- the company best known for manufacturing the stretchy Gore-Tex 
fabrics. It happened to be the person sitting right next to her from day one. 


Yost has been with Gore now for eight years but she still remembers learning the ropes at an 
organisation that has no discernable hierarchy as "the most bizarre process you can imagine". She 
would come into work in the early days and walk around to be introduced to groups of people by her 
"sponsor"'- all new Gore recruits are paired with a long-time employee to help them find their 
bearings. Before joining Gore, Yost had spent the best part of a decade with IBM as a technology 
engineer, and then as a technology consultant for a division of the US Government, so she was a 
"skilled hire"; but there would be no use for her skills at Gore until she could find a task and a team to 


work with. 


At Gore it works like this: a person has an idea for a new product (usually based on its own 
proprietary technology), or a way to improve an existing function, and that person goes out into the 
organisation to recruit talent by selling the idea to colleagues. People who have been at Gore a while 
become adept at this, but it takes time for newcomers to get into the system because their strengths are 


not yet familiar to the people around them. 


"You're in a new job and you are really anxious to make a contribution," recalls Yost. "It's 


quite unsettling to spend months floating around not really doing anything." 


Eventually, after building some strong relationships within Gore; and then co-leading a team 
that worked on the design of a telecommunications transmitter, Yost is now working on a business 
plan she hopes will attract associates to the new team she is building. She has appropriated the title of 
"innovation coach" (the only person at Gore who currently holds this title) and she wants to work 


closely with scientists in Gore's Core Tech division to uncover further innovation. 
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Gore's CEO Terri Kelly has been at the company for 26 years so she is a master of working 
within the "lattice" structure, but she admits it is not for everyone. It's a system quite distinct from the 
"ladder" structure prevalent in most workplaces, where people are promoted up the chain of command 
and information is passed down from above. Gore's lattice structure links everyone in the organisation 
with each other; lines of communication run directly from person to person and team to team, free 


from the intermediation of management. 


"People who thrive in structure where they have that clear delineation of 'who am I responsible 
to' and 'what am I responsible for' - the Gore structure is just going to drive them nuts," Kelly says. 
"Usually what they don't understand right away is they need to create a network; ‘it's not something 


that's done to them, it's something they have to do for themselves." 


At first glance Gore looks like any other organisation. It has four divisions categorised by the 
function of their respective outputs: electronics, fabrics, industrial and medical products. It has 
another division called Core Technology, populated mainly by scientists and engineers who explore 
the properties of expanded polytetrafluoroethylene or ePTFE, a super strong and super versatile 
material patented by Gore's founder, Bill Gore. A private company, its revenues top about $US2 


billion a year. 


Kelly is one of only a handful of individuals in the company with a formal rank - she 
reluctantly accepts the title of CEO for legal purposes. Other people placed in positions of authority at 
Gore include the financial leader (CFO), the global technology leader and the human resources leader. 
Everyone else is referred to as associate or by a title they have made up for themselves to better 


describe the function they carry out. At Gore, big titles make big people. 


Gore associates believe they don't need to rely on a title on a business card to tell their clients 
what they do if they have strong relationships. Some associates choose to place a title on their 


business cards only if they think it will benefit their interactions with external contacts. 


Because there is no one at Gore who will sit down to conduct performance reviews with staff 
members, that task is left up to the associates themselves. Every year, associates are asked to peer- 
review the colleagues they work closest with (about 20-25 people), based on who they believe is 


contributing most to the success of the overall enterprise. 
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Leaders emerge from the reviews and those leaders form committees to discuss the reviews in 
an effort to come up with a definitive ranking (known internally as a "contribution list") across the 
divisions. Individuals are given a score based on the rankings (identities are kept confidential) and that 
score is applied to a curve to take into account current compensation and projections of future 
contribution. "The intention of the contribution lists and peer review is to formulate compensation 
based on contribution," says Kelly. "It also ensures technical contributions are valued as equal as 


people who bring money to the organisation." 


Kelly admits the Gore way is not the most efficient and cost-effective method to determine 
compensation. There are about 800 HR specialists in the organisation of 8,500. They are embedded in 
the respective divisions to handle the monumental task of collecting and analysing the contribution 


data. 


The peer-review system is a key way of demonstrating that the organisation "walks the talk" 
when it comes to rewarding individuals based on their contribution, instead of rank or seniority. It is 
easy to tell who are the leaders and who are the valuable team members at any given moment because 


they are the ones in highest demand, with the biggest teams, working on the most important projects. 


But ultimately, even a collective needs someone at the top to take accountability. Teri Kelly's 
background and personality type made her the ideal mould of a Gore leader. She fit into the 
organisation right away after graduating from the local Delaware University with a bachelor of 
science in mechanical engineering. Two of her three sisters are mechanical engineers, as is her father, 
so she knew how to curry favour early with her colleagues (1,500 associates are mechanical engineers, 
easily the largest single group of people at the company). Standing almost six feet tall in flat shoes and 


sporting a large smile, she became a highly visible and consummate networker. 


Obvious leaders at Gore have to be careful though — too loud or extroverted will smack of 
egotistical and hungry for control to the sensitive eyes and ears of colleagues, who vote with their feet 
when it comes to choosing teams. Too quiet is no good either because a lack of visibility can lead to a 


slide down the ranking of annual contribution lists. 


"Leaders are people who don't confuse control and hierarchy as the only way you can get work 
done," Kelly says. "You have to be confident enough to take away your own power and give it back to 
the organisation ... Decision making at Gore doesn't get reflected in the hierarchy, it gets reflected in 


where the power base is." 
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Kelly admits the lure of bureaucracy is strong now that the levers of control are within her 
reach. "The temptation to direct is there because you own the problem and solution and you are in the 
position to bring clarity," she says. "You always have to resist the temptation for a bureaucratic- 


controlled system [coming) into play ... the natural tendency is to put more hierarchy structure in." 


Particularly now as the organisation gets larger, it is unclear if size will disrupt Gore's 
bureaucratic-free ecosystem. "Certainly it's gotten harder than when it was 500 people for people to 


network with each other," Kelly says. 


Inevitably, industrial democracy becomes unwieldy at a certain point. So is it scalable? 
According to Kelly, the answer is yes. One of the founder's key principles required Gore locations to 
be kept small- no larger than 200 people in one place at one time, including at manufacturing plants. 
In order to keep this principle intact Gore has sprouted "campus clusters" where operations are housed 


in separate buildings. 


Delaware is the largest example: there are 15 plants within 15 minutes drive of each other. It is 
known as Gore's "eastern cluster". Similar clusters exist in Arizona in the US and in Germany, the UK 
and China. Gore has a small but growing marketing presence in Australia. It employs 22 people 


working mainly in fabrics and the medical division. 


Ten years ago Gore changed its structure as it grew outside of the US, separating business 
lines by divisions instead of by region. About 60 per cent of Gore's revenue today is generated outside 
North America, and Asia Pacific is expected to continue to grow faster than its more mature European 


and American operations. 


Despite the economic downturn, Gore has not laid off employees and Kelly says there is no 
plan to do so. Because Gore is a private company she says there is no pressure to meet short-term 
profit goals like most other companies. The organisation claims to have never failed to turn a profit in 
the past 30 years - although this can't be verified because private companies are not obliged to report 


financial performance. 


"Our innovation timelines are measured in decades, not in quarters - I'm guessing there's not a 
big appetite for that among shareholders," she says. She also says the organisation has not taken on a 


lot of debt. 
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That's not to say Gore hasn't felt some impact. Growth projections are down, but Kelly says 
the company is well placed to manage costs by shifting associates within divisions. For instance one- 
in-four people currently employed in the medical division have been transferred from elsewhere in the 
business. "The growth in the medical devices in the next decade will be the single biggest contributor 


to the enterprise,” Kelly says. 


IN GOOD COMPANY 


Thousands of executives have visited Gore over the years hoping to learn from the company's 
radical experiment in industrial democracy. Ricardo Semler, the CEO of Brazilian industrial 
manufacturer Semco, credited W.L Gore founder Bill Gore for the inspiration that led to Semler 
sacking 60 per cent of the company's executives and implementing a flat organisational structure 
when he took over the company from his father in 1980. Taking Gore's lead, Semler implemented the 
hyper-democratic business principals, doing away with job titles and letting associates set their own 
salaries based on contribution to the small teams they were organised into. Semco is now a model of 
management innovation unto itself, with 3,000 employees and more than $250 million in yearly 


revenue. 


There are some similarities to Gore in the approach taken by North American supermarket 
chain Whole Foods, in the small-team profit centers that are highly accountable and highly powered. 
Every new associate at Whale Foods is provisionally assigned to a team and after a four-week trial 


teammates vote on the applicant's fate. 


Gore also shares same characteristics with same Silicon Valley start-ups and innovation- 
friendly models such as Google, where engineers are allowed 20 per cent of work time to devote to a 
favourite pet project. Similarly Gore associates are afforded half a day per week for "dabble time”, 


something Bill Gore instituted when he first founded the company. 


American business consultant and author Gary Hamel says: "Gore's eccentric management 
system is deeply disturbing to executives who've grown comfortable with the power and perks of life 
in hierarchical companies. Leaders who have learned to rely on their titles to get things done are likely 


to view Gore's model with as much trepidation as envy." 
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GORE LORE 


W.L. Gore was founded in 1958 by Bill Gore and his wife, Vieve, after Gore had taken a 
material discovered by his former employer, DuPont, to create non-stick surfaces (best known under 
the brand name Teflon) and changed its properties to include a wider range of applications. Gore 
folklore is that Bill Gore took the material - known as polytetrafluoroethylene - and stretched it in the 
basement of his home to create ePTFE, the basis for fabrics used in breathable, waterproof outdoor 
wear, fine filters, the threads woven into high performance cable, and components in electronic 
devices. Its technology and material are incorporated in more than 1000 different products sold 


worldwide. 


Gore wondered if he could take the small R&D task groups he was sometimes assigned to at 
DuPont, where innovation and imagination was allowed to flourish away from the intervention of 
management, and leave behind the bureaucracy of the larger organisation. The company is still 


majority owned by the Gore family and its employees. 


PLEASE CONTINUE ONTO THE NEXT PAGE TO ANSWER THE CASE STUDY QUESTIONS 
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Answer the THREE (3) questions from SECTION A and choose ONE (1) question from 
SECTION B 


Each question is of equal value. 
Answer 


SECTION A -You must answer the following THREE (3) questions 


Question 1 


Define the notion of a ‘sustaining corporation’ as described by Dunphy, Griffiths and Benn 
(2003). To what extent could W.L. Gore & Associates be regarded as meeting the criteria 
of a sustaining corporation? Provide examples to illustrate your argument. 


Question 2 


What are the challenges of change and innovation for a company like W.L. Gore & 
Associates in a globalised 21“ century? 


Question 3 


From what you have learned about organisational control and W.L. Gore & Associates, 
describe the approach taken by the CEO Terri Kelly to developing effective control? Give 
examples from the case materials to demonstrate your answer. 


SECTION B — You must choose ONE (1) of the following THREE (3) questions 


Question 4 


What are the key human resource management strategies in this case study of W.L. Gore & 
Associates that enable the organisation to prosper? Justify your answer with examples. 


Question 5 


Summarise the approach taken at W.L. Gore & Associates to motivation and rewards. In 
what ways are these rewards examples of the process and content theories you have 
studied? 


Question 6 


Why have self-managing teams been so successful at W.L Gore & Associates? Justify your 
answer with theory you have learnt in Module 3. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 
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